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INTERIM REPORT 
to the 


SHAREHOLDERS 


For the Nine Months ended 
September 30, 1970 


CALGARY, ALBERTA 


NOVEMBER 12, 1970 


TO THE SHAREHOLDERS: 
FINANCIAL & OPERATIONS 


In view of the monetary and economic conditions which 
have prevailed for some time, the Company has taken a 
series Of steps since the beginning of the year to improve its 
financial position: — 


— earlier in the year, 475,000 shares of Calgary Power 
Ltd. were sold for a total of $10,105,000, the proceeds 
being used to reduce current bank loans. 

— during the third quarter, the Company's 2% interest 
in the Trans Alaska Pipeline System was sold, at cost, 
to a number of the other owners. 

— effective September 1, 1970 the Company converted 
$10,000,000 of its current bank indebtedness into a 
six-year production loan. 

— early in October, the Company sold 500,000 com- 
mon shares of TransCanada PipeLines Limited for 
approximately $15,500,000. The proceeds were used 
to reduce the German Bank Loan. 

— arrangements are presently being concluded with the 
two institutional holders of the 6-1/8% and 5-7/8% 
secured bonds of Home Oil and United Oils, Ltd. to 
renegotiate the terms of such bonds. The repayment 
of these bonds was based on the rate of production 
from our Swan Hills and Virginia Hills oilfields. 
Because this production has been greater than original- 
ly forecasted, the bonds are being repaid at a faster 
rate than anticipated. The purpose of the renegotia- 
tion is to reduce the future rate of repayment with 
interest rates being increased accordingly. This would 
reduce our repayments during the next 5 years by at 
least $15,000,000. 


These steps not only place the Company in a much strong- 
er financial position, but they will also substantially improve 
cash flow and earnings in future years. 


For the first nine months of 1970 net earnings before 
extraordinary items amounted to $1,726,000 or 25 cents per 
share compared with $4,081,000 or 60 cents per share for the 
corresponding period of 1969. After including an extra- 
ordinary loss of $1,465,000, net earnings for the period were 
$261,000 or 4 cents per share. As previously reported, the 
extraordinary loss arose principally from the sale of shares of 
Calgary Power Ltd., however this will be offset during the 
fourth quarter by an extraordinary gain of $2,816,000 
realized on the sale of TransCanada shares in October. Net 
flow of funds from operations was $8,879,000 or $1.27 per 
share compared with $9,316,000 or $1.37 per share in 1969. 


Net earnings and cash flow were adversely affected by 
higher interest costs and net earnings were further reduced 
by increased charges for depletion related to exploration 
expenditures in Alaska. Prior to January 1, 1970 Alaskan 
exploration costs had been deferred for depletion purposes. 


Gross revenue for the first nine months of 1970 amounted 
to $21,927,000, 9.9% higher than the gross revenue of 
$19,959,000 for the same period in 1969. Crude oil and 
natural gas liquids production averaged 18,178 barrels per 
day, an increase of 14% compared with 15,952 barrels per 
day in 1969. Sales of natural gas amounted to 88.4 million 
cubic feet per day, 35% greater than the 65.7 million 
cubic feet per day sold during the first nine months of 1969. 
The results of the LPG marketing division continue to show a 
considerable improvement over last year. 


EXPLORATION 


During the past year, world wide attention has been 
focused on a number of major oil discoveries in the North 
Sea. As reported earlier, a consortium in which Home’s 
United Kingdom subsidiary rias a 6-3/8% interest was awarded 
an exploration permit on Block 30/2 in the United Kingdom 
portion of the North Sea. This block containing 55,856 
acres is located directly between recently announced oil 
discoveries by British Petroleums Ltd. and Phillips Petro- 
leum Company. BP 21/10-1 which lies eighty miles to the 
northwest tested at a rate of 4,700 barrels of oil per day 
while Phillips 2/7-1 lying 40 miles to the southeast is classed 
as a major oil discovery. Two other discovery wells of interest, 
Amoco 22/18-1 approximately 40 miles to the northwest, 
and Phillips 30/13-1, 18 miles to the southeast, flowed on test 
at the rate of 2,160 and 900 barrels of oi! per day respectively. 
Block 30/2 is within 35 miles of the Ekofisk oil field which 
has estimated oil reserves of seven billion barrels. The Cod gas- 
condensate field is also located within 10 miles of this block 
(See Map). A contract to drill an exploratory well, 30/2-1, by 
the ‘Sea Quest’’ has been signed and drilling will commence 
in the near future. The Company is also participating in a 
seismic program covering a portion of the North Sea on 
which additional permits will be offered in 1971. 


Home’s United Kingdom subsidiary is currently drilling 
an exploratory well, Malton No. 1, in Yorkshire. The well 
commenced drilling on August 30 and is located approxi- 
mately 12 miles to the southwest of the Lockton Gas Field. 
Three additional exploratory wells are also planned for York- 
shire during the coming months together with the Lockton 
8 development well. Completion of the Lockton Gas Plant, 
which is currently under construction, is scheduled for the 
first quarter of 1971. 


During the third quarter, the Company participated in 
the drilling of two exploratory wells in the Brazeau area of 
Alberta. One well was dry and abandoned and the other is 
presently testing for gas production. 

One development well, which is now being completed as 
an oil well, was drilled in the Alhambra area. 


OUTLOOK 


The future for natural gas production continues to be 
excellent. During the first seven months of 1970 domestic 
demand showed an increase of 8% over the same period in 
1969. The energy shortage in the United States which has 
become so apparent during the past few months assures Our 
industry of markets for new discoveries, as and when they 
are made. In order to provide the incentive to maintain the 
exploration pace necessary to meet future demand, it is 
essential that realistic wellhead prices are maintained through- 
out North America. 


In September, 1970, the National Energy Board granted 
permits authorizing the export from Canada of an additional 
6.3 trillion cubic feet of gas to four existing natural gas 
exporters. The permits were for terms ranging from fifteen to 
twenty years and represent an estimated $2 billion worth of 
natural gas. TransCanada PipeLines Limited, in which the 
Company holds 800,000 common shares, received permits to 


port 1.9 trillion cubic feet of this increase over a twenty- 
‘ar period. This brings their total export licenses to ap- 
oximately 5.4 trillion cubic feet. As a result of the increase 
| exports TransCanada will construct an additional ninety- 
‘ree miles of pipeline in Manitoba and Ontario. 


| In 1959, the pricing structure of Canadian crude oil was 
jiodified to reflect the pressures of foreign crude and 
oducts available to the Ontario market. During the inter- 
ining eleven years the price of Alberta crude has not 
flected fully either the changes in the value of the Canadian 
jollar or increases in the price of United States crude. 
| At the present time, Canadian crude can be delivered into 
ye Chicago market area at approximately 35 cents US. 
2r barrel cheaper than comparable West Texas crude. This 
\fferential, we believe, warrants an increase in the price of 


The United States Government eased restrictions on 
anadian crude oil imports during the latter part of Sep- 
umber, 1970. Natural gas liquids, estimated to be at least 
'),000 barrels per day, were exempted from the present 
‘ude oil quota of 395,000 barrels per day to Districts | to 
/. This change together with exemptions for hardship 
ses has the immediate effect of increasing the total imports 
if Canadian crude oil by an estimated 80,000 barrels per 
jay. We are hopeful that when the new quotas are set for 
lie first quarter of 1971, a large percentage of the Canadian 
idustry’s present additional productive capacity will be 
tilized. Based on today’s circumstances, Home’s share of 
yy incremental crude oil markets would be approximately 
%. 

A dividend of 25 cents per share has been declared on 
ye Class A and Class B shares payable January 1, 1971 to 
yareholders of record on December 4, 1970. 


President and Managing Director 


talgary, Alberta 
lovember 12, 1970 


(6) Qa.9 y-—S). 
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FINANCIAL AND 


OPERATING HIGHLIGHTS 


FINANCIAL 


(Dollars in thousands except per share amounts) 


Net earnings before 
extraordinary item...... 
Perishare a aiuliar ia, ates 

Extraordinary item ........ 
Per share inh. thane. 

Net flow of funds 
fromvoperations es. sas 
Persshare isc ay sees tellers ype eee 

Balance Sheet items at 
September 30 
Working capital (deficiency) 
Investment in other 

companies - at cost ... 
Property, plant and 
equipment -net...... 
Long term debt (less 
current maturities) ... 
Deferred income taxes ... 
Capitallistockia..ccuen ee 
Retained earnings....... 
Other assets and deferred 
Charges) erneieye aeons 


OPERATING 


Production and Sales 
Crude oil and natural gas 
liquids production - 
barrels per day.... 
Natural gas sales — 
thousands of cubic 
feet per day ........ 


Sulphur sales — 
FONG MONS es eee Uke, 


Nine Months 
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0.25 
(1,465) 
(0.21) 


$ 
$ 
$ 
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$ (13,973) 
$ 92,623 
$163,299 
$ 92,239 
$ 24,701 
$ 94,772 


$ 32,254 


$ 2,017 
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Daily Average Pipe Line Gatherings (barrels) 
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$ (38,538) 
$102,026 
$146,700 
$ 61,073 
$ 22,268 
$ 93,733 


$ 34,172 


$ 1,058 


15,952 


65,723 
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37,705 
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CONSOLIDATED STATEMENT OF EAF 
For the Nine Months ended September 3( 


REVENUE 


Operating revenue ........0.5 0500 
Investment and other income (Note 1) 


EXPENSE 


Operating 2.2. 2S | 
General and administrative ......... | 
Depletion (Note’2) |... 2.2. 27a Pe 
Depreciation . 2.655. see oe | 
Interest and expense on long term debt; 
Other interest .....5....0. 659000 | 


Net earnings before deferred income ta 


DEFERRED INCOME TAXES .... a8 
NET EARNINGS before extraordinary ite 


EXTRAORDINARY ITEM | 
Loss on sale of investments - net ..... 


NET EARNINGS 


EARNINGS PER SHARE 
Net earnings before extraordinary ite 
Extraordinary item ........+ 008m 


Net earnings ......5..:% 50a 


NOTES: 

(1) In 1970 the Company adopted the equity metho 
Under this method the Company’s share of the earni 
than when realized through dividends. The comparat 
(2) Commencing January 1, 1970 the Company in 
made on the North Slope of Alaska. Comparative 
expenditures from the depletion calculation in 1969 


HOME OIL COMPANY LIMITED 


TO THE SHAREHOLDERS: 


Net earnings for the first quarter af 1970 amounted to $1,219,000 or 17¢ per share as compared with $1,374,000 or 
21¢ per share in the first quarter of 1969. Net flow of funds from operations amounted to $3,833,000 or 55¢ per share as 
compared with $3,201,000 or 48¢ per share for the same period in 1969. 

Net earnings and cash flow were adversely affected by higher interest costs. Effective January 1, 1970, the Company in- 
cluded Alaskan exploration expenditures in its depletion calculation and this further reduced net earnings. Prior to that 
date Alaskan exploration expenditures had been deferred for depletion purposes. 

Gross revenue for the first quarter of 1970 amounted to $8,090,000, an increase of 20% over a comparable amount of 
$6,735,000 in 1969. Crude oil and natural gas liquids production increased 24% to 21,307 barrels per day from 17,138 
barrels per day in 1969. Natural gas sales averaged 97.1 million cubic feet per day, an increase of 42% over the 68.5 million 
cubic feet per day for the comparable period in 1969. Sulphur sales increased to 9,329 long tons, as compared to 8,251 
long tons in 1969. The LPG marketing division showed a substantial improvement over last year. 

The substantially higher sales of crude oil, natural gas and natural gas liquids experienced in the first quarter of 1970 
have not carried through into the second quarter. Sales of natural gas and natural gas liquids are seasonally higher in the 
first quarter of the year than in the second and third quarters and therefore a decline in production in the second quarter 
is normal. The demand for crude oil in the first quarter of 1970 was exceptionally high because of greatly increased exports 
of crude oil to the U.S. Midwest. In March, 1970 President Nixon ordered cutbacks in Canadian crude imports to this 
area to 395,000 barrels per day. 

Home Oil is fortunate in having a large portion of its oil reserves in the high reserve pools in the Province of Alberta. 
The production levels attained in the first quarter of 1970 are indicative of the effect on Home of an increased demand for 
Canadian crude. 

The outlook for the sale of natural gas can be described as the most favourable in the Company’s history. U.S. demand 
for natural gas seems to be almost limitless, at a time when the development of its own reserves is failing to keep up with 
domestic requirements. Not only will there be an excellent market for all the gas we can produce but natural gas prices 
will be substantially higher than they were when our natural gas first began to move into the export market. 

The unexpectedly sharp cutback ordered by President Nixon in imports of Canadian crude into the U.S. Midwest is 
one of the major problems confronting the Canadian oil industry. This cutback has been made in the face of strong 
pressure from U.S. consumer and refining interests in the area. It is felt that there is reason for optimism that the 
cutback will not be too long sustained. Even should the United States administration persist in holding imports at the 
level established by President Nixon, exports in 1970 will still represent a substantial gain over last year. 

What must be noted however, is the reluctance of the Canadian Government to move resolutely to protect the interests 
of the Canadian oil producers the way the U.S. Government protects American interests. If our government will enforce the 
National Oil Policy and expand the eastern Canadian markets for oil, we can confidently look forward to asteady growth 
in Our production in both the short and the long term. 

Subsequent to the end of the year, 475,000 shares of Calgary Power Ltd. were sold for a net consideration of 
$10,100,000, the proceeds of which were used to reduce bank indebtedness. Along with other companies, Home Oil has 
arranged with Trans-Canada Pipe Lines Limited for an interest-free prepayment of $1,700,000 to be applied against future 
natural gas purchases from certain fields. 

During the first quarter, the Company participated in the drilling of a total of four exploratory wells in Alberta, one of 
which was a gas discovery in the Brazeau area and three were dry and abandoned. In Alaska, the Bush Federal H1 well, 
located 40 miles southwest of the Prudhoe Bay major oil discoveries, is currently drilling below 13,000 feet. Nora Federal 
#1, the first well drilled by the Company on the North Slope, was dry and abandoned at 17,658 feet. 

The Company had an interest in seven exploratory wells drilled on its lands by other companies of which one was a gas 
discovery in the Manyberries area of Alberta, one is currently drilling and the remainder were dry and abandoned. One 
development gas well was completed in the Marten Hills area. Geophysical surveys have been run mainly in northeastern 
British Columbia and the Alaska North Slope. 

In the United Kingdom, the Company is participating with a group of companies in applying for another licence in the 
United Kingdom portion of the North Sea. The decision on this application should be announced shortly. Construction of a 
natural gas processing plant to serve the Lockton Field in Yorkshire is progressing satisfactorily and further development 
and exploratory drilling is planned in the area. 

The Company has increased its mineral exploration activities by participating in 12 ventures of which 9 are in British 
Columbia, 2 in Ontario, and 1 in New Brunswick. 

The Annual Meeting of Shareholders was held at the Head Office of the Company in Calgary, Alberta on April 23, 1970. 
Shareholders representing 1,608,657 Class B shares were present, either in person or by proxy, representing 70% of the 


Class B shares entitled to vote at the meeting. 
Calgary, Alberta @) q. 9 41S , 


May 7, 1970 President 
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HOME OIL COMPANY LIMITED 


TO THE SHAREHOLDERS: 


Net earnings for the first quarter af 1970 amounted to $1,219,000 or 17¢ per share as compared with $1,374,000 or 
21¢ per share in the first quarter of 1969. Net flow of funds from operations amounted to $3,833,000 or 55¢ per share as 
compared with $3,201,000 or 48¢ per share for the same period in 1969. 

Net earnings and cash flow were adversely affected by higher interest costs. Effective January 1, 1970, the Company in- 
cluded Alaskan exploration expenditures in its depletion calculation and this further reduced net earnings. Prior to that 
date Alaskan exploration expenditures had been deferred for depletion purposes. 

Gross revenue for the first quarter of 1970 amounted to $8,090,000, an increase of 20% over a comparable amount of 
$6,735,000 in 1969. Crude oil and natural gas liquids production increased 24% to 21,307 barrels per day from 17,138 
barrels per day in 1969. Natural gas sales averaged 97.1 million cubic feet per day, an increase of 42% over the 68.5 million 
cubic feet per day for the comparable period in 1969. Sulphur sales increased to 9,329 long tons, as compared to 8,251 
long tons in 1969. The LPG marketing division showed a substantial improvement over last year. 

The substantially higher sales of crude oil, natural gas and natural gas liquids experienced in the first quarter of 1970 
have not carried through into the second quarter. Sales of natural gas and natural gas liquids are seasonally higher in the 
first quarter of the year than in the second and third quarters and therefore a decline in production in the second quarter 
is normal. The demand for crude oil in the first quarter of 1970 was exceptionally high because of greatly increased exports 
of crude oil to the U.S. Midwest. In March, 1970 President Nixon ordered cutbacks in Canadian crude imports to this 
area to 395,000 barrels per day. 

Home Oil is fortunate in having a large portion of its oil reserves in the high reserve pools in the Province of Alberta. 
The production levels attained in the first quarter of 1970 are indicative of the effect on Home of an increased demand for 
Canadian crude. 

The outlook for the sale of natural gas can be described as the most favourable in the Company’s history. U.S. demand 
for natural gas seems to be almost limitless, at a time when the development of its own reserves is failing to keep up with 
domestic requirements. Not only will there be an excellent market for all the gas we can produce but natural gas prices 
will be substantially higher than they were when our natural gas first began to move into the export market. 

The unexpectedly sharp cutback ordered by President Nixon in imports of Canadian crude into the U.S. Midwest is 
one of the major problems confronting the Canadian oil industry. This cutback has been made in the face of strong 
pressure from U.S. consumer and refining interests in the area. It is felt that there is reason for optimism that the 
cutback will not be too long sustained. Even should the United States administration persist in holding imports at the 
level established by President Nixon, exports in 1970 will still represent a substantial gain over last year. 

What must be noted however, is the reluctance of the Canadian Government to move resolutely to protect the interests 
of the Canadian oil producers the way the U.S. Government protects American interests. If our government will enforce the 
National Oil Policy and expand the eastern Canadian markets for oil, we can confidently look forward to asteady growth 
in Our production in both the short and the long term. 

Subsequent to the end of the year, 475,000 shares of Calgary Power Ltd. were sold for a net consideration of 
$10,100,000, the proceeds of which were used to reduce bank indebtedness. Along with other companies, Home Oil has 
arranged with Trans-Canada Pipe Lines Limited for an interest-free prepayment of $1,700,000 to be applied against future 
natural gas purchases from certain fields. 

During the first quarter, the Company participated in the drilling of a total of four exploratory wells in Alberta, one of 
which was a gas discovery in the Brazeau area and three were dry and abandoned. In Alaska, the Bush Federal #1 well, 
located 40 miles southwest of the Prudhoe Bay major oil discoveries, is currently drilling below 13,000 feet. Nora Federal 
#1, the first well drilled by the Company on the North Slope, was dry and abandoned at 17,658 feet. 

The Company had an interest in seven exploratory wells drilled on its lands by other companies of which one was a gas 
discovery in the Manyberries area of Alberta, one is currently drilling and the remainder were dry and abandoned. One 
development gas well was completed in the Marten Hills area. Geophysical surveys have been run mainly in northeastern 
British Columbia and the Alaska North Slope. 

In the United Kingdom, the Company is participating with a group of companies in applying for another licence in the 
United Kingdom portion of the North Sea. The decision on this application should be announced shortly. Construction of a 
natural gas processing plant to serve the Lockton Field in Yorkshire is progressing satisfactorily and further development 
and exploratory drilling is planned in the area. 

The Company has increased its mineral exploration activities by participating in 12 ventures of which 9 are in British 
Columbia, 2 in Ontario, and 1 in New Brunswick. 

The Annual Meeting of Shareholders was held at the Head Office of the Company in Calgary, Alberta on April 23, 1970. 
Shareholders representing 1,608,657 Class B shares were present, either in person or by proxy, representing 70% of the 


Class B shares entitled to vote at the meeting. 
Calgary, Alberta @ q. G Ho : 


May 7, 1970 President 


HOME OIL COMPANY LIMITED and Subsidiary Companies 


CONSOLIDATED STATEMENT OF EARNINGS 


For the Three Months ended March 31, 1970 


REVENUE 


Operating, revenue. 2 4 hes os orton aca = 3), ree 


Interest and dividends 


EXPENSE 
OOERAII nee, cone ie ete eee 
General and administrative ........ 
DEDIEtIOMeOINOCChE aut sss bso Wiese scents 
Depreciation 


Apes oe) | beets el ey! |. el) ma eh Dies eh ie 


Interest and expense on long term debt. . 
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Net earnings before deferred income taxes 


DEFERRED INCOME TAXES 


NET EARNINGS 


mile er aw Mery e ah ly wl) el) cen tie, Nw Niet eet Pett 


NET EARNINGS PER SHARE 


NOTE: Commencing January 1, 1970 the Company included in its 
depletion calculation, exploration expenditures made on the North 
Slope of Alaska. Comparative figures have been restated to reflect 
the exclusion of these expenditures from the depletion calculation 


in 1969. 


a) wigie, vie ar ca he 


1970 
$7,140,000 
950,000 


8,090,000 


904,000 
921,000 
1,377,000 
485,000 
2,011,000 
441,000 
6,139,000 


1,951,000 
732,000 
$1,219,000 


$ 0.17 


1969 
$5,820,000 
915,000 
6,735,000 


842 000 
956,000 
762,000 
438,000 
1,119,000 
__ 633,000 
4,750,000 


1,985,000 
611,000 
$1,374,000 


$ 0.21 


CONSOLIDATED STATEMENT OF SOURCE AND USE OF FUNDS 
For the Three Months ended March 31, 1970 


FUNDS WERE OBTAINED FROM 1970 1969 
1B ISR AR CUTE Ee Sea AA ITS ate Nes Oe $1,219,000 | $1,374,000 
Add charges to earnings not requiring funds 
including depreciation, depletion and 


Pe FELCEC NIC OMEITAKES eatin) Fa. be dasa, | Mena a 2,614,000 1,827,000 

Net flow of funds from operations ......... 3,833,000 3,201,000 
PemraRCE Ol Camital StOCK soi ih das Goel Bee oo ee — 39,082,000 
BeerOT MVESTIMCNTS Ci aa Neh pled Gee ee 4,184,000 


$8,017,000 | $42,283,000 


FUNDS WERE USED FOR 


Property, plant and equipment ............. $6,421,000 |$ 5,522,000 
hepayment of long-term debt.acts . Ss Wa oe. 2,821,000 2,634,000 
Investments 
Proanticonichtields Company monies cord bungie ae ols 2 — 607,000 
Siaclait vO, GOMMOTation (o's istssd Sk aes a rs — 4,109,000 
iians-Canada Pipe: Lines Limited s/t Ries — 338,000 
Oeher Mnvestinents es Met cle Me ce ee dine) oes 41,000 136,000 


9,283,000 | 13,346,000 


Increase (decrease) in working capital. .......... ( 1,266,000)| 28,937,000 
$8,017,000 | $42,283,000 


ARI4 
FINANCIAL AND 


OPERATING HIGHLIGHTS 


FINANCIAL 


(Dollars in thousands except per share amounts) 


Three Months 


Net earnings cy ade =o clauses 
Per Sane teen's see attics 
Net flow of funds 
from OperatlonSmeenee eae 
Perisiiahe ota. ihe aah. 
Balance Sheet Items at 
March 31 
Working capital (deficiency) $(20,224)| $ (13,378) 
Investments in other 


conipames ie $ 99,338 | $ 98,612 
Property, plant and 
equipment -net ...... $158,802 | $124,468 


Long term debt 
(less current maturities) $ 86,187 | $ 61,458 


Deferred income taxes.... $ 23,818 | $ 21,412 
CapitahStock: 0. & teen $ 93,732 | $ 93,840 
Retained earnings ....... $ 35,298 | $ 34,402 
Other assets and deferred 
CHARGES a i.) Rear S$ 14197 $ -1:410 
OPERATING 


Production and Sales 
Crude oil and natural gas 
liquids production — 
barrels perday ....... 21,307 17,138 


Natural gas sales — 
thousands of cubic feet 
Ded ay shone. 2 ae 97,084 68,533 


Sulphur sales — 
EXON TOMS... ute eae 9,329 8,251 


Daily Average Pipe 
Line Gatherings 


Cremona Pipe Line Division 42,792 39,838 
Federated Pipe Lines Ltd. 192,400 162,676 


INTERIM REPORT 
to the 
SHAREHOLDERS 


FIRST QUARTER ENDED 


MARCH 31, 1970 


MAY 7, 1970 


CALGARY, ALBERTA 


and Subsidiary Companies 


es ARI4 


1970 


1969 


$12,733,000 
1,904,000 
14,637,000 


1,857,000 
1,934,000 
2,746,000 
978,000 
3,878,000 
869,000 


12,262,000 


2,375,000 


1,129,000 
1,246,000 


1,469,000 


$ (223,000) 


$ 0.18 
(0.21) 
$ (0.03) 


$11,085,000 


1,884,000 


12,969,000 


1,729,000 
1,980,000 
1,527,000 
897,000 
2,293,000 
961,000 


9,387,000 


3,582,000 


1,047,000 


2,535,000 


$ 2,535,000 


counting for its investments in 50% owned companies. 
such companies is reflected currently in income rather 
res for 1969 have been restated to reflect this change. 
depletion calculation, exploration expenditures made 
restated to reflect the exclusion of these expenditures 
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HOME OIL COMPANY 


LIMITED 
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INTERIM REPORT 


SHAREHOLDERS 


| POR THE BURST, ALF 


Or 1970 


CALGARY, ALBERTA 


AUGUST 14, 1970 


TO THE SHAREHOLDERS: 


Net earnings before extraordinary items for 
the first half of 1970 amounted to $1,246,000 
or 18 cents per share compared with $2,535,000 
or 38 cents per share for the same period in 
1969. After including an extraordinary loss of 
$1,469,000, a net loss of $223,000 for the 
period or 3 cents per share resulted. The 
extraordinary loss arose principally from the 
sale of 300,000 shares of Calgary Power Ltd. 
Net flow of funds from operations amounted to 
$6,103,000 or 87 cents per share compared 
with $6,043,000 or 90 cents per share in 1969. 
Higher interest costs contributed to the decrease 
in net earnings. In addition, effective January 
1, 1970, the Company included Alaskan ex- 
ploration expenditures in its depletion calcu- 
lation and this further reduced net earnings. 
Prior to that date such expenditures were not 
included in the depletion calculation. 


Gross revenue for the first six months of 
1970 amounted to $14,637,000 an increase of 
13% over gross revenue of $12,969,000 in 
1969. Crude oil and natural gas liquids produc- 
tion increased 15% to 18,578 barrels per day 
from 16,199 barrels per day in 1969. Natural 
gas sales averaged 86.6 million cubic feet per 
day, an increase of 28% over the 67.8 million 
cubic feet per day sold during the same period 
in 1969. Sulphur sales increased to 26,353 long 
tons as compared with 18,828 long tons for the 
previous year. Offsetting the increase in the 
quantity of sulphur sold was a decline in the 
average amount realized from $30 per ton during 
the first half of 1969 to $9.50 per ton in 1970. 
The LPG marketing division again showed a 
considerable improvement over last year. 


The market value of the Company’s invest- 
ments in Atlantic Richfield Company, Trans- 
Canada PipeLines Limited and Calgary Power 
Ltd. has fallen significantly since December 
31, 1969, reflecting the general decline in 
security markets in North America. At July 
31, 1970 the market value of these investments 
totalled $67,380,000 compared with an acqui- 
sition cost of $87,093,000. The decline in the 
value of the Atlantic Richfield shares has, in 
part, been brought about by the delay in the 
granting of a Permit authorizing the construction 
of the 48 inch Trans Alaska oil pipeline from 
Prudhoe Bay to Valdez, Alaska. 


During the first six months the company 
participated in the drilling of nine exploratory 
wells of which seven were dry and abandoned, 
and two were gas discoveries, both in the 
Brazeau area. Two other wells were drilling in 
the Brazeau area at the end of this period. On 
the Alaska North Slope the Nora Federal No. 1 
well was abandoned in April at a total depth 
of 17,658 feet, and the Bush Federal No. 1 
well was abandoned early in August at a total 
depth of 16,090 feet. 


The company had an interest in eight ex- 
ploratory wells drilled on its lands by other 
companies, of which seven were dry and 
abandoned, and one was a gas discovery in the 
Manyberries area. In addition two wells were 
being drilled, one in the Waterton area in 
Alberta, and the other on Walpole Island in 
Ontario. Two development gas wells were 
drilled during this period, one in the Marten 
Hills area, and the other near Bashaw. 


In June, the British Government awarded 
Home Oil of Canada Limited a 6-3/8% interest 
in a license on Block 30/2 in the North Sea. 
The Block is located in the Tertiary basin 40 
miles northwest of the recently announced 
Ekofisk oil discovery and in close proximity to 
the Cod Field gas-condensate discovery. In view 
of the extreme interest generated by these major 
discoveries, a map of the area is included in this 
report. The results of recent surveys in the 
license area are currently being evaluated and, 
subject to the availability of a drilling rig, a 
well may be spudded before the end of the year. 


Home Oil of Canada Limited is also planning 
an aggressive exploration program in Yorkshire 
during the second half of the year. In addition 
to the drilling of the Lockton 8 development 
well the Company is presently planning to drill 
three additional exploratory wells. 


Construction of the natural gas processing 
plant to serve the Lockton field in Yorkshire is 
progressing satisfactorily and it is estimated that 
production will commence in January, 1971. 


The prospects for greatly increased exports 
of Canadian crude oil, in the near future, are 
extremely encouraging. There is every indication 
that the United States Government is under 
heavy pressure from refiners in the Midwestern 
States to eliminate the cutback in Canadian 
crude imports ordered by President Nixon in 


MAP OF 
March, 1970. World tanker shortages together ENGLAND AND THE NORTH SEA 
with political and economic sanctions imposed 


; : é : : (QR HOME =O!l LAND HOLDINGS 
against U.S. oil companies in the Middle East 


have forced the price of offshore crude in the Pah Nene ee Ne 
United States to a premium over that of domes- $ Dry and, Abondoned EX oro lero 
tic crude. The security aspect is of even greater codes arp try Gos Plont (Under Construction) 


importance, not only to the United States but 
to Canada, and it is hoped that both Govern- 
ments will do everything possible to encourage 
the massive exploration programs that must be 
undertaken to reduce our reliance on foreign 
crude. It is also clear that greater efforts must 
now be made to settle the problems associated 
with the granting of a permit to the Trans 
Alaska Pipeline System. 


© Oil Wells eee) Gas Fields 


A six member group headed by TransCanada 
PipeLines Limited recently announced com- 
mencement of a joint research and feasibility 
study of a proposed gas line from Prudhoe Bay, 
Alaska across Canada to Emerson, Manitoba. The 
planned 2,500 mile line would cost an estimated 
$2.5 billion and would require approximately 
1.5 million compressor horsepower to provide a 
daily throughput capacity of about 3 billion 
cubic feet. Participating in the study with 
TransCanada are the three main Prudhoe Bay 
producers and two U.S. natural gas pipeline 
companies. Home continues to have a substan- 
tial interest in the affairs of TransCanada 
PipeLines Limited through its ownership of 
1,300,000 common shares. 


The Company is concerned about many 
aspects of the Government of Canada’s White 
Paper on Tax Reform. On June 2, 1970 a brief 
was presented to the House of Commons Stand- 
ing Committee on Finance, Trade and Econo- 
mic Affairs expressing the Company’s opposition 
to many of the proposals in the White Paper. 


ENGLAND 


At a meeting of the Board of Directors 
on May 20, 1970 the Directors declared a divi- 
dend of 25 cents per share on the Company’s 
Class A and Class B shares payable July 1, 
1970 to shareholders of record, June 5, 1970. 


(Ja Orx+.~-—=a7I. 


President 
Calgary, Alberta 
August 14th, 1970 


FINANCIAL AND 
OPERATING HIGHLIGHTS 


FINANCIAL 
(Dollars in thousands except per share amounts) 


Six Months 


Net earnings before 


extraordinary, items seen. $ 1,246 $ 

Penisnaren i, scan Gren en $ 0.18 $ 
Extraordinary item ........... $ (1,469) | $ 

Pershane.s sersustsp sce tee ee ae SPO A) aes 
Net flow of funds 

fromloperations aaa $ 6,103 $ 

Penshareveeseyonsc rs marcos Senor, $ 
Balance Sheet Items at 

June 30 


Working capital (deficiency) . . 
Investments in other 


$ (21,647) | $ (20,802) 


COMDAIICS SeleeceESe eee $ 92,513 $ 99,168 
Property, plant and 
equipment — net ....... $163,829 $131,708 
Long term debt (less current 
MatUpities)mecish ase eae $ 84,338 $ 62,837 
Prepayment of future gas sales $ 1,680 $ — 
Deferred income taxes ...... $ 24,205 $ 21,848 
GapitalkStockcee ses eee $ 93,802 $ 93,748 
Retained earnings.......... $ 31,777 $ 32,626 
Other assets and deferred 
cChargqesh hee es ae eae $ 1,107 $ 985 
OPERATING 
Production and Sales 
Crude oil and natural gas 
liquids production — 
barrels per day....... 18,578 16,199 
Natural gas sales — 
thousands of cubic 
feet per day 224... 86,611 67,780 
Sulphur sales — 
IOHGRCONS mera re tan cence 26,353 18,828 
Daily Average Pipe Line Gatherings 
Cremona Pipe Line Division . 39,543 38,501 
Federated Pipe Lines Ltd... . 178,832 154,431 


_DEFERRED INCOME TAXES 


HOME OIL COMPANY LIMI 


CONSOLIDATED STATEMENT OF E/ 
For the Six Months ended June 30, 1970 


REVENUE 


Operating revenue ; 
Investment and other income e (Now 1) | 


EXPENSE 


Operating . : 
General and adiminisaaie 
Depletion (Note 2) 
Depreciation 

Interest and expense on ‘ioe term dae 
Other interest’... > .°. =e 


Net earnings before deferred income ta’ 


NET EARNINGS before extraordinary ite 
EXTRAORDINARY ITEM | 
Loss on sale of investments - net 


NET EARNINGS (LOSS) 


EARNINGS PER SHARE 
Net earnings before extraordinary ite 
Extraordinary item . 


Net earnings (loss) 


NOTES: ] 
(1) In 1970 the Company adopted the equity methel 
Under this method the Company's share of the earni 
than when realized through dividends. The comparat 
(2) Commencing January 1, 1970 the Company incluc 
on the North Slope of Alaska. Comparative figures h 
from the depletion calculation in 1969. 
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MONIQNTS 


Gross revenue up 8.3% to $30,008,000 
highest in Company’s history. 


Net earnings after extraordinary items up 
20% to $5,447,000 or $0.78 per share. 


Net cash flow from operations up 13.0% 
to $14,005,000 or $1.99 per share. 


New commercial natural gas discovery 
at Malton in the United Kingdom. 
Lockton Gas Plant preparing to go 
on-stream. 


Production of crude oil and natural gas 
liquids up 14% to 18,994 barrels per day 
for a new Company record. 


Natural gas sales up 27.6% to 89.2 
million cubic feet per day for a new 
Company record. 


Exploration acreage increased by 6% to 
4,852,000 net acres. 


Disposals of investments realized 
$25,738,000. 


Disposal of interest and commitments 
in Trans Alaska Pipeline System. 


ANNUAL GENERAL MEETING 

The annual general meeting of shareholders will 
be held at 11:00 a.m. April 23, 1971 at the head 
office of the Company, Calgary, Alberta. 


The Company publishes a book entitled ‘Financial 
and Operating Information for the Use of Security 
Analysts’. This book is available to any share- 
holder who directs a request to the Public Re- 
lations Department. 
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ROBERT A. BROWN, JR. 


CO bne snorenocicers 


On behalf of the Board of Directors, | am pleased to present the forty-second 
Annual Report of Home Oil Company Limited. 


Record levels for production were established by your Company in 1970. 
Crude oil and natural gas liquids production reached 18,994 barrels per day, 
an increase of 14%, while natural gas sales were 89.2 million cubic feet per 
day, an increase of 27.6%. Operated pipeline throughputs increased by 
12.7% to reach a new high of 223,845 barrels per day. 


As will be seen from the detailed analysis in the financial section of this 
report, Home Oil Company’s gross income and cash flow showed substantial 
improvement over 1969. For the first time in the Company’s history gross 
income exceeded $30,000,000. Cash flow was $14,005,000, up 13% from 
1969. Net earnings per share after extraordinary items were 78 cents 
compared with 66 cents in 1969. 


The Company took a number of important steps in 1970 to substantially 
restructure its financial position. These included the sale of certain securities 
for $25,738,000, repayment of the German bank loan and rearrangement of 
domestic loans. The gain arising frorn the sale of securities together with a 
currency exchange gain on the German loan increased earnings by $2,461,000. 


As previously announced, the Company discovered a commercial natural 
gas reservoir at Malton in Yorkshire, England, located 12 miles from our 
Lockton gas field. The new success considerably enhances the prospects of 
finding important additional natural gas deposits on our Yorkshire properties. 
The Lockton gas processing plant is currently preparing to go on-stream with 
an initial sales volume of 45 million cubic feet per day. Home has a 50% 
interest in sales after royalties. This will result in a net increase in the 
Company’s total gas sales of 19 million cubic feet per day commencing 
April 1971. The Lockton plant has an initial design capacity of 100 million 
cubic feet per day and consideration is being given to using spare capacity 
to process production from the Malton discovery. Further drilling is 
scheduled in Yorkshire during 1971. 


The Ekofisk oil discovery in the North Sea is particularly significant in view of 
unsettled conditions in world oil markets. Home Oil was fortunate in 

being able to join a consortium which obtained a 56,000 acre block of 
North Sea acreage in the general area of the Ekofisk discovery. Our first well 
is presently drilling on this production licence in which Home has a 6.38% 
interest. Further permits in the North Sea are being offered by the British 
Government and the Company will be applying for certain of these. 


Home is continuing to extend its search for oil and gas in prospective areas 
throughout the world. A licence in which Home has a 21.25% interest was 
obtained on 454,000 acres off the east coast of Malta. Home will be 

conducting a marine seismic survey in 1971 to be followed by the drilling 


of one well. A permit covering 120,000 acres in which Home has a 15% 
interest was obtained early in 1971 off the west coast of Italy. Exploration 
plans are similar to those for the Malta prospect. 


Exploration activity on the North Slope of Alaska remained dormant as a 
result of the continuing delay in the granting of a permit for construction of 
the proposed crude oil pipeline to Valdez. Home fully supports Canadian 
Government proponents of a pipeline through Canada to the U.S. as a 
preferable alternative to a tanker operation from Valdez down the West 
Coast. The Company and its associates have decided to delay drilling the 
first well on Tract 73 pending resolution of the pipeline situation. 


The relaxation of U.S. import quotas late in the year ended a prolonged 
period of restrictions on Canadian oil markets. It is to be hoped that 
Canadian oil will ultimately have completely free access to the U.S. markets. 
The 1971 demand for Alberta light and medium gravity crude is expected 
to be unprecedented in the history of the province. Your Company is 
expanding producing and pipeline facilities to ensure that it shares fully in 
the increased demand. Of equal importance was the increase in price of 25 
cents per barrel announced in December. This will increase Home’s gross 
revenue by approximately $1,800,000 in 1971. 


The market for natural gas continues to improve both in Canada and the 
United States. Home will continue its active search for natural gas reserves 
in Western Canada. 


The Company shares your concern at the growing threat to our environment 
caused by pollution in its many forms. As an explorer and producer of 
fossil fuels, Home is at present actively participating in several 

substantial pollution control projects and is co-operating to the fullest 
extent with conservation authorities. 


The year through which we have passed has been one of difficulty and 
uncertainty for both our industry and the Canadian economy. In such 
circumstances it is gratifying to report that we received the energetic and 
enthusiastic support of our employees in meeting the many challenges 
which confronted us. | take great pleasure in again being able to record 
the appreciation of the Board of Directors for this co-operation. 


Submitted on behalf of the Board of Directors. 


(2 a. G een. 


President and Managing Director 


Calgary, Alberta 
March 4, 1971 
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review OF ACUIVITIGS 


EXPLORATION 


Major exploration projects in Alberta, British 
Columbia, Yukon Territory, East Coast of Can- 
ada, Alaska and the United Kingdom resulted 
in expenditures of $14,525,000. 


During the year the Company participated in 
the drilling of thirteen exploratory wells of 
which two were in Alaska, seven in Alberta, 
one in British Columbia, two in Yorkshire and 
one in the North Sea. The drilling program 
resulted in two gas wells in the Brazeau-Sun- 
child area of Alberta and one in Yorkshire, 
England. Six wells were dry and abandoned 
and four were still drilling at year end. In 
addition, twenty-one exploratory wells were 
drilled on Company lands under various farm- 
out arrangements which resulted in four oil 
wells and one gas well, all in the Manyberries 
area of Alberta. Fourteen were dry and aban- 
doned and two were still drilling at year end. 


The Company had varying interests in the drill- 
ing of seven development wells of which two 
were oil wells in the Medicine River and Swan 
Hills areas of Alberta, three were gas wells and 
the other two were still drilling at year end. 


Seismic crews were operated in northeastern 
British Columbia, and north central Alberta. 


The Company participated in the operation of 
geological surface and gravity meter parties on 
a block of lands of 806,040 acres in the Yukon 
Territory in which the Company’s interest 
varies from 25% to 33.3%. Home also par- 
ticipated in a marine seismic program off the 
Nova Scotia continental shelf. 


A seismic crew was operated for five months 
in Yorkshire, England, resulting in the drilling 
of the Malton gas discovery well. It is pro- 
posed to drill at least two more exploratory 
wells in Yorkshire in 1971 and operate a seis- 
mic crew during the summer months, seeking 
structures similar to those at Lockton and 
Malton. 


“Sea Quest,” currently drilling for Home and associates, North Sea 


Home and associates were awarded Block 30/2 
comprising 55,856 acres in the United Kingdom 
portion of the North Sea, on which marine 
seismic had previously been performed and in 
which the Company owns a 6.38% _ interest. 
It lies about 35 miles to the northwest of the 
major oil discovery at the Ekofisk field, and 
about 10 miles southwest of the gas and con- 
densate Cod field, both in Norwegian waters. 
A well was spudded on this block in mid- 
December and is still drilling. Other com- 
panies have discovered oil to the northwest, 
south, and southwest of Block 30/2. 


The Company is presently engaged with others 
in obtaining seismic data in unawarded areas 
in the United Kingdom portion of the North. 
Sea, as well as participating with others in a 
marine seismic program in the English Channel. 


During January to May, 1970, the Company 
completed the planned seismic program on 


its leases and the lands under farmout from 
Atlantic Richfield on the North Slope of Alaska. 
The drilling of two deep wells was completed, 
Nora Federal No. 1 and Bush Federal No. 1, 
both of which were dry and abandoned. Fur- 
ther expenditures of approximately $2,000,000 
are required for Home to complete its com- 
mitment under the farmout agreement. There 
are no immediate plans to spend this remain- 
ing balance. 


Atlantic Richfield Company has announced a 
significant new oil find 25 miles west of their 
Prudhoe Bay field discovery well. Oil was en- 
countered in a 340 foot interval in the Upper 
Cretaceous formation. The new discovery is 
located 11 miles north of wholly owned Home 
Oil lands in the area. 


Home participated in gravity, seismic and 
photogeological surveys in the Yukon River 
delta in Alaska, as well as in a reconnaissance 
marine seismic survey of the Chukchi Sea over 


the continental shelf off the west coast of the 
State. 


At the end of the year the Company’s land © 


interests amounted to 9,333,965 gross acres, or 
4,851,870 net acres. Important land acquisi- 
tions during the year were 280,819 gross acres 
in northeastern British Columbia, 1,009,404 net 


acres in Hudson Bay, 55,856 gross acres in the — 4 
United Kingdom portion of the North Sea, and 


the Maltese offshore licence. 


MINING 


Home continued its participation with major 4 


mining companies in thirteen mining syndi- 
cates in 1970 in British Columbia, Ontario, and 
New Brunswick. A total of 79 properties in 61 
different areas were evaluated, some of which 


will be explored further in 1971. The Company > & 


had an interest varying from 12.2% to 33.3% 
in 1,518 claims. Exploration for minerals, in- 
cluding coal, will continue in 1971. 
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Exploration Acreage—January 1, 1971 
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TOTALS 

AREA Gross Net 
Alaska : 898,946 617,496 
Alberta ; 3,053,074 1,452,961 
British Columbia . 626,282 289,969 
Hudson Bay 1,907,835 1,458,619 
N.W.T. 250,968 62,742 
Ontario 53,761 19,092 
Saskatchewan . 293,939 133,229 
Yukon 806,040 250,379 
CANADA TOTAL 6,991,899 3,666,991 
Malta? oe 454,156 96,508 
U.K. (North Sea) . 55,856 3,561 

(Yorkshire) 931,588 465,794 
Wyoming 1,520 1,520 
GRAND TOTALS 9,333,965 4,851,870 
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rEServes 


A summary of the Company’s crude oil, natural 
gas liquids, natural gas and sulphur reserves as 
at January 1, 1971, is shown in the table below. 
No reserves have been included for the new 
gas discovery at Malton in the United Kingdom 
since evaluation of production tests is still in 
progress. 


The Company’s proven crude oil reserve life 
index at the 1970 production rates is approxi- 
mately 25 years. 


L.P.G. spheres and condensate storage 


Carstairs-Crossfield Gas Processing Plant, Alberta 


RESERVES-JANUARY 1, 1971 
(After deduction of Royalties) 


Crude Natural Gas 
Oil Liquids 
(barrels) (barrels) 
Hroven Developed .....)0. ees sass. 138,067,900 16,889,300 
Proven Undeveloped ............ 59,300 - 
(ES SOE Se eee eae 138,127,200 16,889,300 


The above figures do not include probable additional reserves. 


Natural 
Gas 
(1,000 cu. ft.) 


800,233,000 
3,496,000 
803,729,000 


Sulphur 
(long tons) 


1,484,500. 


1,484,500 
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CrOCQUCTION 


The daily average production of crude oil and 
natural gas liquids reached the record level of 
18,994 barrels per day in 1970, an increase of 
14% over 1969. 


Natural gas sales increased to a record 89.2 
million cubic feet per day in 1970. This was 
a 27.6% increase over the 1969 sales of 69.9 
million cubic feet per day. 


Sulphur sales increased from 31,947 long tons 
in 1969 to 39,447 long tons in 1970, however 
as a result of depressed prices caused by the 
world over-supply situation, sales revenue de- 
creased sharply. 


The increase in crude oil production came pri- 
marily from our Swan Hills, Pembina, Virginia 
Hills and Mitsue properties as a direct result of 
the increase in demand for Alberta crude. The 
first full year of gas production from Marten 
Hills and Whitecourt contributed substantially 
to the increased gas sales. 


In anticipation of continuing high demands 
for Alberta crude, an extensive program is in 
progress to increase our production capability, 
particularly in the Swan Hills area. Initially, 60 
wells previously shut-in are being placed on 
production and additional wells can be used 
as required. The necessary surface production 
equipment including pressure maintenance 
and gas conservation facilities are also being 
provided. 


Construction of the Lockton gas plant in the 
United Kingdom is substantially completed 
and the plant should go on-stream in April 
1971. It is expected that the initial sales vo- 
lume will be 45 million cubic feet per day, 
escalating over four years to an average daily 
rate of 80 million cubic feet. The plant has a 
design capacity of 100 million cubic feet per 
day. Negotiations for the sale of gas from the 
Company's new discovery at Malton are now 
in progress. This well is located five miles from 
the Lockton plant and consideration is being 
given to utilizing the spare plant capacity to 
process Malton gas. 
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Construction of gathering facilities-Swan Hills, Alberta 


GSOUrCes OF OPOdUCTION 


Net Wells 
December 31 
1970 Producing Field 
CRUDE OIL -— barrels 
VAs Ae) SAW aint dL Siees eae tometer commeenetre | caleery eae fae 
54.24 REMisiiaw tar eee mee ee tiles aped wakes 
14.47 NARS Ue sSaUtedUx 7) aera ceicnte sit clkarlecs 
12.83 WATS HORIANS atelier ke cee Cel nites bens wae 
107.60 TRANCE ACV Scant ces nieeete aie fk cae ane we 
15.80 atnrattansclktomuenw seer ce ols hte ess 
30.70 Pedic: Woodbend sSocetds neurite cies - 
47.15 RET OtS ar tea ctesie a ater eyecare LR ae oon Gesentes 
358.52 HOtaleEriden@ tlie hans cen e ak 
Daily Average bets ctes oan assis ha ole 
NATURAL GAS LIQUIDS -— barrels 
= Galstalrsaelito nserver ee ena ee ee 
2.51 |r PeU ele EUUESU AIS US oles eed ee hatte Reece ne, Cee eee 
- HRC SAVAIGIE is a edie heel tice tf Sta CA ly ee nce ee ee 
- Be TU De 28 1 a ee pease cata Sek Se 
- LOU OV CN ace Se NC OTS ae, Ba ae 
2:51 otal Natural! Gas Liquids: 322-5 « 
Dai AVETAC Cac. a. gor ical ate ay thee i 
Total Crude Oil and Natural 
CiaSVLICUIGS os toh weieee tle aw tay serie Ste 
Daily AVelage. teem acto il matics S's 
NATURAL GAS - 1,000’s of cubic feet 
3.85 Garstalrs ElKiON Meas wee on ina ain on 
3.26 INGWIS Beattie ctees Sak Pi, come tip ar, Wa eA NE satis a de 
5.00 MA artendnctll Santer min site se lg aletaehn eget 
81 REAPS Agia te Oh ho Ren VAIS Sakata oan 
ay WI KeOGOUIeiaae veers aeteciit anions Men reeare 
9.97 PURO Gal ALO hoon cists 1s nostn 2 BoP acon ova arte 
- HUAI S ROM Pee. ise at) bara. ons 3 tes 
- SW leet Sue eee eet teeter at tesserae oe 
.66 (EFOSSTICI CLS We eae eater eco cit iateruteore 
32 SAC CCM ete Le hic or er eee ovate eannttel Sis ewanet ale 
25 Nordege-BraZeaus iit, cea ate sua fietain aoe os 
2.97 Re CLAW artemis sake vite eg Sane ira AU fee aU te 
1.59 Harmattan-ed UGkoaeen wave cere onan ie ce 
.80 SOutiElkton 4 cee + ioe Rigis oacholsinine 
1.95 PENGORAC es i CRE od eee sighs as eee 
3.87 CLES are eee oe MMos oe bina tea REED 
SYA WotalwNaturals Gasie. aeeeeetin. )c-- epers aie 


Daily Average — 1,000’s of cubic feet 


1970 


2,653,892 
735,871 
641,313 
518,072 
319,889 
253,743 
193,242 
342,398 


5,658,420 


15,503 


706,833 
228,061 
82,455 
72,041 
184,787 


1,274,177 


3,491 


6.932097, 


18,994 


11,817,769 


5,114,445 
2,882,899 
2,007,333 
1,508,676 
1,422,340 
1,175,931 
1,134,374 
815,439 
724,496 
544,568 
473,047 
472,163 
366,756 
213,816 


1,901,276 
32,575,328 


89,247 


1969 


2,427,584 
553,598 
549,163 
441,368 
316,674 
248,452 
185,846 
350,235 


5,072,920 


13,898 


521,951 
230,267 
62,427 
65,389 
130,279 


1,010,313 


2,768 


6,083,233 


16,666 


10,752,025 
4,035,372 
222,580 
1,779,762 
87,954 
1,549,785 
1,366,668 
958,204 
866,973 
844,526 
427,633 
487,502 
383,851 
340,265 
1,426,724 


25,529,824 


69,945 


1968 


2,348,800 
503,138 
338,560 
376,543 
313,902 
253,586 
233,793 
432,871 


4,801,193 


Tails: 


514,550 
206,206 
65,884 
61,789 
117,297 


965,726 


2,639 


5,766,919 


Bisy oye 


9,321,641 
3,684,793 


1,756,112 


1,529,102 
1,209,256 
969,602 
618,356 
1,019,135 


557,233 
544,716 
418,647 
403,520 


1,626,472 
23,658,585 


64,641 


1967 


1,998,839 
457,138 
305,297 
387,458 
311,963 
265,944 
251,048 
440,366 


4,418,053 


12,104 


387,382 
188,046 
61,158 
53,614 
104,091 


794,291 


2,176 


5,212,344 


14,280 


8,668,788 
3,976,057 


1,367,066 


1,434,901 
1,100,354 
894,799 
578,217 
1,024,733 


512,309 
447,422 
393,703 
294,253 


1,584,355 


D221 6,957, 


nd 


61,033 


1966 


1,782,699 
456,209 
284,113 
395,857 
337,751 
263,957 
253,183 
405,702 


4,179,471 


11,451 


303,089 
198,791 
54,368 
67,878 
87,186 


a sie2 


1,949 


4,890,783 


13,400 


9,269,126 
3,351,456 


1,679,361 


863,453 
465,686 
738,070 
409,364 
1,072,345 


492,531 
20,682 
415,636 
569,152 
1,374,240 


20,721,102 


56,770 


OIOSIINES 


Federated Pipe Lines Ltd. 


Federated Pipe Lines Ltd., 50% owned by the 
Company, increased its throughput by 14.8% 
to an average of 184,175 barrels per day from 
160,408 barrels per day in 1969. The 90 mile 
—- 16 inch looping program commenced in 
1969 was completed early in 1970 increasing 
the mainline capacity from 197,000 to 267,000 
barrels per day. The mainline has accommo- 
dated a peak throughput rate of 237,000 barrels 
per day. In view of the expected increased 
shipments from the high reserve fields in the 
Swan Hills area during 1971 it appears that a 
further mainline expansion will be necessary 
to achieve a peak handling capability of ap- 
proximately 325,000 barrels per day. 


The Federated system is connected to approxi- 
mately 24% of Alberta’s current recoverable 
crude oil reserves. 


Cremona Pipe Line Division 


Gatherings of crude oil, condensate and bu- 
tane by the Company’s Cremona Pipe Line 
Division increased by 3.7% from 38,267 bar- 
rels per day in 1969 to 39,670 barrels per day 
in 1970. 


L.P.G. MARKETING 


The past year saw continued improvement in 
the operating results of Union Petroleum Cor- 
poration, Home’s wholly owned L.P.G. market- 
ing company. 

The market for natural gas liquids continued 
to improve during the year and prices started 
to increase in the second quarter. As a result 
of the developing energy crisis in the United 
States this trend is likely to continue. 


Products handled exceeded 270 million gal- 
lons, compared with 240 million gallons in 
1969. The increase of 12.5% was handled 
without any addition to Union's fleet of 450 
tank cars. The facilities of Hardisty Storage 
Limited, which include over 50 million gallons 
of underground storage, achieved a_ higher 
utilization in 1970 than in any previous year. 
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FINGQNGCIG! Peviewy 


In 1970, Home Oil’s gross revenue from all 
sources was $30,008,000, an increase of 
$2,299,000 or 8.3% over 1969. This was main- 
ly attributable to increased sales of crude oil, 
natural gas and natural gas liquids. 


Net earnings, before extraordinary items, 
amounted to $4,057,000 or $0.58 per share, 
compared with $5,003,000 or $0.73 per share 
earned in 1969. Net earnings for the year, 
including an extraordinary gain of $1,390,000 
from the sale of securities, amounted to 
$5,447,000 or $0.78 per share compared with 
$4,537,000 or $0.66 per share in 1969. The 
Company follows the policy of providing fully 
for deferred income taxes and in the year 
1970, $2,502,000 was charged against earnings 
for this item. As at December 31, 1970, accu- 
mulated deferred income taxes amounted to 
$25,545,000. 


In 1970 after conducting further exploratory 
work, the Company included in its North 
American depletion base exploration expendi- 
tures incurred on the North Slope of Alaska. 
The inclusion of these expenditures adversely 
affected net earnings in 1970 to the extent of 
$1,622,000. 


Net cash flow from operations was $14,005,000 
compared with $12,390,000 in 1969, an _ in- 
crease of 13%. 


Expansion of Federated Pipe Lines system 


Dividends of fifty cents per share were again 
declared on both Class A and Class B shares. 
A number of significant transactions were 
carried out during 1970, including the disposi- 
tion of the following investments: 


Shares Proceeds 


Calgary Power Ltd. ..... 475,000 $10,104,800 


TransCanada PipeLines 
PCO ec es wo ss 500,000 15,491,200 


$25,596,000 


The Company also negotiated a $10 million 
production loan with its Canadian bankers. 
The loan is repayable over a six-year period 
and is secured by certain producing properties 
of the Company. 


The proceeds from the sale of investments, 
the production loan, and an increased line of 
credit with its Canadian bank enabled the 
Company to repay the German bank loan and 
terminate the related line of credit. 


The Company disposed of its 2% investment 
and commitments in the proposed crude oil 
pipeline from the North Slope to the port of 
Valdez on the Gulf of Alaska at cost plus 
interest. 


1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 


Total long and short term debt was reduced 
from $114,400,000 at December 31, 1969 to 
$93,272,000 at December 31, 1970. Total in- 
debtedness is secured by a combination of 
pledges against certain of the Company’s re- 
serves and assets together with the Company’s 
marketable securities. Of the total debt out- 
standing at December 31, 1970, $52,275,000 
was secured by reserves and other assets and 
the remaining $40,997,000 was covered by 
marketable securities. The total value of the 
Company’s marketable securities at December 
31, 1970 was $62,711,000. 


Another important transaction completed in 
1970 will have the effect of reducing certain 
long term debt payments by approximately 
$15,000,000 over the ensuing four to five years. 
This reduction results from renegotiation of 
terms with the two institutional holders of the 
6% % and 57% Secured Bonds of Home and 
United Oils. Previously, repayment of the 
bonds was calculated as a percentage of pro- 
duction revenue from the Swan Hills, Virginia 
Hills, Pembina and Inverness fields. Due to 
increased production, repayments on the bonds 
were substantially in excess of those originally 
anticipated. Effective January 1, 1971 monthly 
payments will be made based on fixed annual 
amounts with a compensating increase in the 
interest rate. 


1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 
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HOME OIL COMPANY LIMITED AND SUBSIDIARY COMPANIES 


CUGIDORS* Peoeee 


To the Shareholders 
Home Oil Company Limited 


We have examined the consolidated balance sheet of Home Oil Company Limited and 
subsidiaries as at December 31, 1970 and the consolidated statements of earnings, retained 
earnings and source and use of funds for the year then ended. Our examination included a 
general review of the accounting procedures and such tests of accounting records and other 


supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position 
of the companies as at December 31, 1970 and the results of their operations and the source 
and use of their funds for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year after 
giving retroactive effect to the change in accounting for investments in 50% owned 

companies as explained in Note 1 to the consolidated financial statements. 


Riddell, Stead & Co. 
Chartered Accountants 


Calgary, Alberta 
February 19, 1971 


CONSONAGUSA SCAOTEMeENE OF SOUrCSe Gna 


USC OF PUn@s 


For the year ended December 31, 1970 


1970 1969 
~ (Note 1) 
Funds were obtained from 
Net earnings before extraordinary item ............... $ 4,057,000 $ 5,003,000 
Adjustment for non-cash items and 
difference between earnings of 50% owned 
companies and dividends received ............... 9,948,000 7,387 ,000 
Net flow of funds from operations ................. 14,005,000 12,390,000 
Sale of investtnents : 20.2.5) tee esse eae eer ee ae eee 25,738,000 858,000 
Issuance of! Capital: StoCKksass ore hee yen eee gee ee 1,188,000 38,975,000 
Long: term, borrowiNes.<..tec he eee eee ery iene 10,000,000 32,541,000 
Prepayment of future natural gas sales ................ 1,680,000 - 
$52,611,000 $84,764,000 
Funds were used for 
Property, plantcandsequipmient .,.2<e\eu sealed $17,967,000 $38,887,000 
Repaymentotions termsdents 4) cra tucwun eer eat 39,230,000 7,624,000 
Dividends? Rh ieee 2 cn ec ie ee en ir fer er 3,517,000 3,501,000 
Investment in Atlantic Richfield Company ............ - 10,835,000 
Net increase in other non-current assets .............. 1,245,000 558,000 
61,959,000 61,405,000 
Increase (Decrease) in Working Capital ................ (9,348,000) 23,359,000 
$52,611,000 $84,764,000 


The accompanying notes are an integral part of this financial statement. 
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HOME OIL COMPANY LIMITED AND SUBSIDIARY COMPANIES 


CONSONaaued Statement OF Carnings 


For the year ended December 31, 1970 


Revenue 


CEU TOVE DUO ree a ete Nee okay es oes bie Dieia a 
Pives tiene dieome AINOTEC iii a.c.. 6 daa vide swe ba wee 


Expense 


Dee INC ce ee es ee ete Peet silk id gl aysek SB Share ott 
Begeral-and-administrative: . 2805 0. oe iw ele oe os 
RPE Cea cy cot ones Stee ete I ee ten ce agate 1s ed yale 
CRAM OU sea aN cov ab. act ee Ue bali das eee 
Interest and expense on long term debt (Note 8) ...... 
BPRS AIMS CSE Mans ak dere Apes LN GE NOLS Wale Wg Wi 3 ti cbs 


Net earnings before deferred income taxes ............ 
Bererred: INCOME Taxes «0. hee 8s os a hae ea etn es 
Net Earnings before extraordinary item ................. 


Extraordinary Item 
Gain (Oss) on: sale. of investments —net 200. ..2 24 v.58. 


MCRL ATIMULSS EY 2 th i rine wien «Ucn gf ee aoe y ati 
Earnings Per Share 
(based on average number of shares outstanding) 


Net earnings before extraordinary item ............... 
EXPPAOECIDAly cIKCN is rietae ue cisee <r hers ae kee yee 


DOU CARIN GSs stiri viata a Oe re oo ote mee one be. 


1970 


$26,283,000 
3,725,000 


30,008,000 


4,121,000 
4,018,000 
5,540,000 
1,965,000 
6,128,000 
1,677,000 


23,449,000 
6,559,000 
2,502,000 
4,057,000 


1,390,000 
$ 5,447,000 


$ 58 
.20 


$ .78 


1969 
(Note 1) 


$23,523,000 
4,186,000 


27,709,000 


3,610,000 
4,019,000 
3,209,000 
1,818,000 
5,872,000 
1,893,000 


20,421,000 
7,288,000 
2,285,000 
5,003,000 


(466,000) 
$ 4,537,000 


$ .73 
(.07) 


$ .66 


The accompanying notes are an integral part of this financial statement. 


CONSONdaAUSG STATeEMeENt OF retained Earnings 


For the year ended December 31, 1970 


Balance at beginning of year 


AS DEVIOUSIY TEDOTLOG. f2 ancl tia ws it, cs oem cena 


Adjustment for change in accounting for 
50% owned companies (Note 1) ................6- 


VAS MAISTO em iGn hove mee bet tates bliin See Aiaiaciea a ts 
IBIS ANTI OSr is sates oe Wie Pita LORI ik Bahai carota 2 


Dividends declared 
LeLaGS SACSITAICS Ge ee cee MEE ax Seco leew etre aS 
ClASeh ie siiates © acc vl EE hace ee eat da ee cea 


Balance at,endzof year...) . Ge. see ee se a 


1970 


$34,079,000 


548,000 
34,627,000 
5,447,000 


40,074,000 


2,369,000 
1,148,000 
3,517,000 
$36,557,000 


1969 


$33,028,000 


563,000 
33,591,000 
4,537,000 


38,128,000 


2,353,000 
1,148,000 
3,501,000 

$34,627,000 


The accompanying notes are an integral part of this financial statement. 
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HOME OIL COMPANY LIMITED AND SUBSIDIARY COMPANIES 


CONSclidated DHalaonce SHCSE as cs deceris a 


GSScets 
1970 1969 
Current Assets 
Casts owe ce 2 ree $ 4551,000 $ 5,830,000 
Accounts creceivable (oar ia ere ie irene eg me 8,252,000 8,812,000 
Inventory of liquefied petroleum gas at lower of 
cost’and_ realizable:valuegc e223. aoa co eee 1,233,000 837,000 
14,036,000 15,479,000 
Investments 
Quoted ‘sectirities? (Note 52) pate. heen ane we eee 75,696,000 100,043,000 
50% owned companies (Note 1) ..............02008: 3,996,000 3,818,000 


79,692,000 103,861,000 


Property, Plant and Equipment, 
at cost: (Notes “ands 7c sae pcm eos ewe, eae 233,578,000 216,173,000 


Accumulated depletion and depreciation .............. 68,957,000 61,717,000 
164,621,000 154,456,000 


Other Assets and Deferred Charges 


Unamortized debt financing expense ................ 208,000 261,000 
Miscellaneous{Note Shia teieace oe else eee ee 2,263,000 832,000 
2,471,000 1,093,000 


Approved on behalf of the Board: 


() °C. (4 ee Director 
Peeho Capo toen Disser 


$260,820,000 $274,889,000 


The accompanying notes are 
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Se 


HADINITIES 


Current Liabilities 
Bane indebtedness: (Note 2) eae sind oes ak ee sue en 
Accounts payable and accrued charges ............... 
EPI IS  OVADIC iat sh Glece iu ae sents ck pokes new Fed 4) 


Current maturities on long term debt ................ 


Prepayment of Future Natural Gas Sales ................ 
Long Term Debt (Notes 2 and 8) ...................... 


Deferred Income Taxes (Note 4) ...............-..0000s 


Bee ArOnodens ;coOulcy 


Capital Stock (Note 3) 


Authorized 
1,000,000 Preferred shares, par value $50 each 
7,000,000 Class A shares of no par value 
5,000,000 Class B shares of no par value 
Issued 
(including shares held by subsidiary 
companies — see below) 
4,767,194 Class A shares (1969 — 4,706,194) ....... 


2,572,905 Class B shares (1969 — 2,571,405) 


oe ee eee 


Reine “Eamines ss. -cesct ca cee eas Cera eens oceans 


Less — cost of 275,506 Class B shares held 
by subsidiary companies -s.tc 5 eetenhae Sew. 


ntegral part of this financial statement. 


abe 


1970 


27,997,000 
7,080,000 
1,767,000 


5,496,000 


42,340,000 


1,680,000 


59,779,000 


25,545,000 


83,405,000 


14,496,000 


97,901,000 
36,557,000 


134,458,000 


2,982,000 


131,476,000 


$260,820,000 


1969 


21,364,000 
7,293,000 
1,751,000 
4,027,000 


34,435,000 


89,009,000 
23,086,000 


82,245,000 


14,468,000 


96,713,000 
34,627,000 


131,340,000 


2,981,000 


128,359,000 


$274,889,000 


notes to consolidated Financial statements 


AS AT DECEMBER 31, 1970 


1. 


Accounting Policies 
(i) Principles of Consolidation 


The consolidated financial statements include the accounts of all companies in which the Company has ownership of more 
than 50% of the voting capital stock. These include the following wholly owned subsidiaries: Home Oil Company of Canada, 
Home Oil of Canada Limited, Home Pipe Line Company, Union Petroleum Corporation and its wholly owned subsidiary, Can-Am 
Liquids Co., Ltd. and the following substantially owned subsidiaries: Coastal Oils Limited, Foothills Oil and Gas Company, 


Limited, and United Oils, Limited and its wholly owned subsidiary, Madison Oils, Inc. 


In 1970, the Company adopted the equity method of accounting for its investments in 50% owned companies and applied 
such change retroactively. Under the equity method, the Company's investment in such companies is carried on the balance 
sheet at cost plus its share of undistributed earnings or losses. The Company’s share of the net earnings of these companies 
(included in investment income in the consolidated statement of earnings) is reflected currently in income rather than when 


realized through dividends. This change did not materially affect the Company’s net earnings for 1970. 


Current assets and current liabilities of foreign subsidiaries were converted to Canadian dollars using the exchange rate at the 
date of the balance sheet. Fixed assets were converted at the rate in effect at the time the assets were acquired. Revenue and 


expense items were converted using the average rate of exchange for the year. 
(ii) Full Cost Method of Accounting 


The Company and its subsidiaries follow the full cost method of accounting whereby all costs of exploring for and developing 
oil, gas and related reserves are capitalized. Such costs include land acquisition costs, geological and geophysical expense, 
carrying charges of non-producing property, costs of drilling both productive and non-productive wells and overhead expense 
related to exploration activities. Costs associated with operations in North America, including the North Slope of Alaska, are 
depleted using the unit of production method based upon estimated recoverable North American reserves as determined by 
Company engineers. Costs associated with exploration in the United Kingdom including all overhead expenses incurred prior 


to the commencement of production, will be depleted based upon reserves discovered in the United Kingdom. 


Prior to 1970, the Company’s evaluation of its holdings on the North Slope of Alaska was at a preliminary stage and accordingly 
it was considered inappropriate to include the related land acquisition and exploration costs in its depletion base. In 1970, 
after conducting further exploratory work, the Company added all its Alaskan land acquisition and exploration costs totalling 
approximately $41.5 million to its North American depletion base. This resulted in an additional depletion provision for 


1970 of $1,622,000. 
(iii) Depreciation 


Depreciation of plant and equipment, applied on the straight line method, is based upon the estimated service life of each 


group of assets. 


Investments 
Details of quoted securities are as follows: 


Number of 
Shares Cost 

Atlantic Richfield Company 

—) Common: Sharese ss cack cs otaeee ase akan tel a speis cals sa Te eee ie rotator ote eerie tine 422,936 $49,320,000 

= $2.80 Convertibles preferred) shatesiy ais sonra icr ore oer ree tee fact here etalon erates eyes 53,440 3,487,000 
TransCanada PipeLines Limited 

= ‘COMIMON, SHALES! Figs rs sac mia srahegetiou ais te sue ed etarer olay eaamt cake av elate ea ecats tuna ere reietenal ete che sracereenehe ahet 800,000 20,280,000 
Other ses Pisses eins, c, Qaida Bares cad ore SO cL oe eS eee ae rt een Tone eee 2,609,000 


$75,696,000 
The above investments are pledged to secure certain long term debt and the Company’s bank borrowings. 


Capital Stock 
(i) Dividends 


Quoted 
Market 
Value 
December 
31, 1970 


$28,041,000 
2,855,000 


28,000,000 
3,815,000 


$62,711,000 


There are restrictions on the payment of dividends on the Class B shares and of dividends in excess of 25c per annum on the 
Class A shares under the provisions of the deeds of trust and mortgage securing certain of the outstanding long term debt. 
Under the most restrictive provision, the amount permitted thereunder for payment of dividends was in excess of the retained 


earnings as at December 31, 1970. 
(ii) Shares Reserved for Exercise of Warrants 


There were 109,965 Class A shares reserved at December 31, 1970 for issuance upon the exercise, on or before July 1, 1976, 
of warrants to purchase 76,975 shares at $14.55 U.S. per share and 32,990 shares at $17.66 U.S. per share. Effective January 1, 
1971, the expiry date of these warrants was extended to April 30, 1980 in connection with the renegotiation of the terms of 


the 578% and 6%8% Secured Bonds (Note 8). 


(iii) Options to Purchase Capital Stock 


During 1970, the Company granted options for the purchase of 76,000 Class A shares by officers and directors and 24,500 
Class A shares by other employees. Of these options, which are exercisable for a period of ten years, 10,000 were exercisable 
at $14.00 per share and the remainder at $20.00 per share. In all cases the exercise price was equal to the market price of the 
shares at the granting date. In the case of options granted to officers and directors, the Company agreed to accept Notes, the 


terms of which are described below, in payment for the exercise price of shares purchased by them. 


During the year, options to purchase 61,000 Class A shares and 1,500 Class B shares were exercised and options on 71,000 


Class A shares were terminated. 


A summary of the transactions relating to optioned shares is as follows: 
Officers and Other 


Directors Employees 

Class A Shares 

Outstanding: JanWamya 1970 si he Saas eect paceaevar shah apie avatiny aie sees hae iced Agena 70,000 = 
Fl E = 0 (ne fs NN A coy =e a Ad AMY eaten wn Rae RATES eos PANS mal N oa eT By a Be eS hee ta 76,000 24,500 
EXEFGISEG! Enrceae oe. Sic ee pders wea eyateransiets iis ote apace eis Serene REY eee oe oe aoe eee ne her Ae kanat a 61,000 = 
TOTITH ia tO Ps: Re Arh spare te Ne oats LAs Teainten one N oT co eA PANG aciare aR Re oR nearer eta et co ee 70,000 1,000 
Olitstanding December 31-1970. acysivrn a enieoys ete siete ris stares ela areteleroketovelepelenete ral oe ate a 15,000 23,500 
Class B Shares 

Outstanding* Jan tarysly AO ZOP tes tarevsthot am states & atet-as eae tay rpc teat ore NN areca Rbe Ree yee 1,500 = 
EXGrelsed? Sasainccibaccis manic srscGis my fecage «le sashes AiRceiaR ce tect seater Ma One eee eo etatomtcLs eae ror ae 1,500 - 


Outstanding December=31 71970 ais rojerechoyeiausiere tito tej nine ketene, elena Ie areentekere mec - - 


Total 


70,000 
100,500 
61,000 
71,000 


38,500 


1,500 
1,500 


All options on Class A shares were granted under the Officers’ and Key Employees’ Share Option Plan under which 250,000 Class A 
shares were set aside for issuance on the exercise of stock options. At December 31, 1970, 150,500 Class A shares were avail- 


able for option under the Plan which terminates February 28, 1979. 
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(iv) Shares Issued During the Year 
During 1970, officers and directors subscribed for 61,000 Class A shares of the Company pursuant to share option agreements. 
Notes totalling $1,160,000 were received from the optionees in payment for their subscriptions. The notes, which are included 
on the balance sheet under miscellaneous other assets, are secured by the purchased shares, are non-interest bearing and are 
payable at the earlier of the date of voluntary termination of employment of the optionee, the date of sale of the acquired 
shares by the optioneé, or ten years from the subscription date. 


In addition, the Company issued 1,500 Class B shares to officers on exercise of stock options for $28,000 cash. 


Income Taxes 


It is the policy of the companies to make charges against earnings for depreciation of plant and equipment based upon the 
estimated service life of each group of assets, and to amortize the cost of exploring for and developing oil, gas and related reserves 
using the unit of production method. The companies, however, claim the maximum capital cost allowances and exploration and 
development costs allowed in calculating income taxes payable. In 1970, the amounts claimed for income tax purposes 
exceeded the provisions for depreciation and depletion charged against earnings and as a result there were no income taxes 
payable. The income taxes deferred have been charged to earnings and credited to “Deferred Income Taxes.” 


Contingent Liabilities and Commitments 

The Company has guaranteed the indebtedness and certain other obligations of associated companies to the extent of approximately 
$9,400,000. 

Remuneration of Directors and Officers 


During 1970 the Company and its subsidiaries paid remuneration of $41,000 to the Company’s sixteen directors in their capacity 
as directors, and remuneration of $466,000 to the Company’s twelve officers in their capacity as officers. Three of the officers are 
also directors of the Company. 


Property, Plant and Equipment 


The following is a summary of the cost of property, plant and equipment and the related accumulated depletion and depreciation as 
at December 31, 1970: 


Accumulated 
Cost of Depletion* and 
Assets Depreciation Net 
Petroleum and natural gas leases and rights, including exploration 
and development (Note 1) 
RNC ARICINCAND Srtcetarn Nathan sere. tro seec taut prerei-gptaratecn ter araas ne ote c ahs Gitteca avalos $179,054,000 $ 53,781,000* $125,273,000 
ma NE LON TU nis paiet ss cons avare airtisetyrbelkYalerwae clea ues lather Memes Ww wiskeaed Maer Oder cis 6,642,000 - 6,642,000 
IRON ERT LO Tew OCI UO TMEIUE fir cele stoke cee ede, sawn ie sup lel edar cis ser ae tahini Aeaincsba ettecaueltan Sens wtotapcl crete 26,827,000 8,761,000 18,066,000 
Land, buildings, pipeline property and other equipment .............--+000eeees 21,055,000 6,415,000 14,640,000 


$233,578,000 $ 68,957,000 $164,621,000 


Long Term Debt 
December 31, 


1970 1969 
Home Oil Company Limited 
5%2% Secured Notes, due September 1, 1971, Series B ($744,000 U.S.) ....... cece eee eee $ 752,000 $ 1,142,000 
(subject to annual sinking fund payments) 
By27o1 secured) bonds, due! Janvaly Sil, 1975 9($3;900, 000" WiSi)¥9 & -erscclsniiseatci se elcatamevelvtey-hers) =bele te eieie.c 3,709,000 4,566,000 
Ger GeSeGined DONS | SEKLES © AL (2,613,000! US i)ileeae ct ncian ieraria es. ceraie edewete er yeR Gna EUetaaEE bile im oatsatbes 2,674,000 5,688,000 
BpawoeSacured). BONUS; SEriess Bu (Gv, 665) O00 NU-Sats 2. ccanernn etctsie a-aree isvio: tatelare staistecgterebeaisrsiss shite. o 18,956,000 19,785,000 
67a YouSecured Bonds; die, January! 1, 1983" ($6,489,000, WS). jaciiete ne geverarers a Oeil gies ecaicis sie have 6,999,000 7,560,000 
6%% Collateral Trust Bonds, due April 1, 1983 (subject to annual sinking fund payments) ........... 13,000,000 14,000,000 
67/4% Mortgage, maturing January 1, 1978 (payable in monthly installments) ............ 02.0000 00 ee 888,000 985,000 
Bate boar ec Mil OG;Q00 OOO). skaters co ease peateielere aot c ceseetb elhucuedne ee abe umes ans e narstemecmee aera ete\eleoe oa - 29,500,000 
Production Bank Loan, evidenced by demand note 
(payables inv 24equal’ quarterly installments). 55.0215 wera cle warswicts scjwg ni essca seca ayehaenara chee e aisles ere 10,000,000 = 

United Oils, Limited 
OG oe SE CULCOMBONGS  SERESH AS (OHO MOOO) LS Nor rae hese Muerte elev us lorteee vali etre SMe erento ieteecicalcyapkalehsys 1,133,000 2,251,000 
Biss SECULEGI BONES OeKIeS.b i b4 516 COOL Sait otis mite ateraveiave ote acs fo al oteimte sia)e aoe etetsceteleustets| dactae auledpie ones 4,842,000 5,039,000 
Union Petroleum Corporation 
BankeloanwduewMarch.30;) 1972. ($1,999 OOOULS IE tesretauyerdsisfam auerk estate Meus atennane sisvaiatensu ace iets Red ishiee ate 2,155,000 2,312,000 
IETS tS OOO SUS!) yea nett obi tee nih, cesar eaters Beeaetn cUsrecueebar al wetawaranc taney 2 ao sive Shine ajtrele se tanmemialee font e a falas 167,000 208,000 

65,275,000 93,036,000 
ESSS_-CUNTENTS MIME UM MALOFiCles ys a) «care sotse cateder= ers. asansie del plraVey over aiet sare eye acta cranarcelatiolaiereetate asst ore (ce ars ha 5,496,000 4,027,000 


$59,779,000 $89,009,000 


*Subject to monthly payments based on production from pledged properties. 


+These bonds were formerly to be repaid monthly from a percentage of the production revenue generated from certain oil properties 
of the Company. Projections indicated that the bonds would be repaid substantially earlier than their stated maturity dates. Effective 
January 1, 1971, the terms of the bonds were amended by substituting fixed monthly payments of principal and interest for the 
payments based upon production revenue. In consideration of what was in effect an extension of the life of the bonds, interest rates 
and maturity dates were revised as follows: 


Original Revised Revised 
Interest Interest Maturity 
Rates Rates Dates 
Home Oil Company Limited 
SEWCSa Nae tse iets oll Mee oe nits tara eo aerate, Settee, sy comers aicV arian Ste aac ohemmucnnretavnneters Ms ge jena: a 6.125% 9.45% Sept. 30, 1973 
SEA PECEAISY co ek Sy OODLE ath oe Sel sofia nh ee tara Anan ne RUN Or we Pe a GU COME Me pe pee ae 5.875% 8.20% April 30, 1980 
United Oils, Limited 
SPGTaS 7 Reh Nene a Sere gr tc Po PANT co << 7 oR ee oat Noe ean 9 RA EOE En es 6.125% 9.35% Nov. 30, 1973 
SSSUUEST AD wots es reasale tears cesecr tc ere tester Seem AL a MMAR cm tes ston Dae ag ctutees eee Sc lanbieretehan em aye ates fe 5.875% 8.10% Mar. 31, 1980 


All U.S. issues are recorded on the balance sheet in Canadian dollars based on the exchange rate in effect at the date of receipt of 
the proceeds, with the exception of the 6% % Secured Bonds, Series A, issued by United, which are stated at the rate of exchange 
in effect as at the date of acquisition of control of United. 


Interest and expense on long term debt in the Statement of Earnings was reduced by a currency exchange gain of $1,071,000 realized 
on repayment of the Deutsche Mark Bank Loan. 


The estimated amount of long term debt maturities and sinking fund requirements for the four years subsequent to 1971 are as 
follows: 1972 -—$7.4 million, 1973 -$6.6 million, 1974 -—$8.2 million, 1975 — $6.4 million. 


the) 


qQ ten year review |I96I—-|1970 


1970 1969 
" — nn OO eee :_OCOO nn =| 
Earnings and Net GOSS REVERE 2 si aces boc cisntahs- te ae eta PP ea > plo SRS ae ee oT a $ 30,008,000 27,709,000 | 
Flow of Funds Net Earnings (before: Extraordinary’ Items): a.'c.7¢ 2 ote nee ene $ 4,057,000 5,003,000 | 
Per SHR es xs ia gS a ase oe oe en ere $ 58 73 
Extraordinary: Hens: civ c. ahs,ctlavese she tu abies ames mee canes pean poe peta $ 1,390,000 (466,000)) 
Per< Shares Ser akcattne ia iocon ogee seuaia Scenes ke Po ER Oe ane tree $ .20 (.07) 
Net Flow: of Funds from: Operations 22.4.4 Gece soa eee ee $ 14,005,000 12,390,000 - 
Per \Shrareet irre iis Seite Geese pee ete ieee ee ee $ 1.99 1.818 
| 
Balance Sheet Working Capital (Deficiency)... i saiccien eens eit anestate ereee aee ae $ (28,304,000) (18,956,000) 
investment in-other ‘Gompanies. Wire. Secu wate cienetiarotnie nein ce $ 79,692,000 103,861,000 
Property, Plant: and ‘Equipment—Net::v. fu .2 ws nace wes ames eee $164,621,000 154,456,000 
Long Term Debt (Less Current Maturities) 2.0. 0. 1 «cs «eee ea cen $ 59,779,000 89,009,000 | 
Deferred Incomes Taxes. \.aoneamals oe eeeiee eee ee nen $ 25,545,000 23,086,000 
Capital: Stocks oa 0 vias s Rsre sae nls alles aeetioes a CEE, Sabre ABI aay acetal $ 94,919,000 93,732,000. 
Retained: Earnings ::, 00.2.4 soa «oo alee oe tenets heres ere er eee ee $ 36,557,000 34,627,000 
Exploration and Exploration. Expenditures’ 245.5 sis «'s dacaavscoee ip we aaah che ieee terete $ 74,525,000 31,564,000 | 
Development Development Expenditures 231. ssacs Fi tee a ee oe $ 3,253,000 3,887,000 | 
Gross ‘Exploration wActeage \sa0 sch eee cots aeue eae bree ae a nce ae 9,334,000 9,176,000 ° 
Net Exploration“ Acreage. “.\ ohn srs'av sie are aceeeeet oleraie ls at quater anata ee ena 4,852,000 4,577,000 

Drilling Activity Gross ‘Working: Interest’ Wells: Drilled (a 1.2n cccntnd oeleu seni eee ates 14 38 
Net Oil Wellsoccsiiissioa'sla Nis wa make ere ae «Sant ieyee aetna nna 0 Te 
Net''Gas /Welilss 2c. tos ores Sane sharommsnenanaier eer eee eo area ree aekereer terme 2 4 

Net Dir: Wels ac. .c0e's ties, a sreamaihld Hula Pau ea Seo rain a ates Veer aad Oe a ae 4 11 
Proven Developed Crude Oil and Natural Gas Liquids—barrels ...............-00000- 154,957,000 155,586,000 
Reserves Natural *\Gas—thousand icubie feet sree cree evcie eiere cia erator 800,233,000 788,258,000 
Sulphur—longéons: (*not> available) * :) ses ake Se ee eee 1,485,000 1,454,000 | 
, 
Production and Crude Oil and Natural Gas Liquids Production—barrels per day ..... 18,994 16,666 | 
Pipeline Operations Natural Gas Sales—thousand cubic feet per day .................. 89,247 69,945 | 
Sulphur Sales—longitons: caer. \apsire eee emai Wire are eee are 39,447 31,947 
Cremona Pipe Line Division \ 
Daily Average Gatherings—barrels ..............0 eee eee eeeee 39,670 38,267 
Federated Pipe Lines Ltd—(50% owned) ‘ 
Daily Average Gatherings—barrels ................-eee eee eee 184,175 160,408. 
Shares and Dividends ‘Declared Per Class A Share -2.ns3> cman ane oe elers $ 50 50 
Dividends Dividends: Declared *PersClass:'B Shares's soon cis oen woe era $ 50 50 
Number of Shares Outstanding—end of year .........-...--22e0es 7,065,000 7,002,000 

Numbervof: Shareholders: 2. .ocut.ic alma ean Rien ee ee ae 15,300 


NOTES: (1) Earnings per share are calculated on the basis of average number of shares outstanding during the year. 


1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 
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1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 


12,600 
| 


1967 


24,092,000 
4,857,000 
96 
261,000 
05 
11,130,000 
2.20 


(3,529,000) 
64,814,000 
106,798,000 
90,333,000 
18,415,000 
35,092,000 
25,804,000 


6,597,000 
2,434,000 
6,872,000 
3,701,000 


152,885,000 
698,697,000 
1,636,000 


14,280 
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INVESTMENTS 


The Company held the following investments in marketable securities at December 31, 1970: 


Market Value 
December 31, 


Company Holdings Cost 1970 
Atlantic Richfield Company .... 422,936 Common shares $49,320,000 $28,041,000 
53,440 $2.80 Convertible 
preferred shares 3,487,000 2,855,000 
TransCanada PipeLines Limited .. 800,000 Common shares 20,280,000 28,000,000 
ONE, 2h tack Oe ee 2,609,000 3,815,000 


$75,696,000 $62,711,000 


The holdings of Atlantic Richfield Company shares are unchanged from December 31, 1969 while 
the investment in TransCanada PipeLines Limited was reduced by the sale of 500,000 shares during 
1970. The market value of the investment in Atlantic Richfield Company declined from $42,486,000 
at December 31, 1969 to $30,896,000 at December 31, 1970. This decline can be attributed to a 
combination of general market conditions coupled with the continuing delay in the awarding of 
a permit for the construction of the Alaska pipeline. A synopsis of the 1970 financial and operat- 
ing results for the above companies follows: 


Atlantic Richfield Company 


Earnings for the year 1970 before extraordinary items were $205,630,000, or $3.64 per share. This 
represents a reduction of 10.6% from 1969. The reduction is attributable to a substantial in- 
crease in the provision for U.S. federal income tax as well as the impact of higher labour costs 
and unexpected refinery operating difficulties. 


Sales and operating revenues increased by 2% to $3,239,265,000 from $3,162,385,000 in 1969. 
Sales of refined petroleum products on a worldwide basis averaged 831,100 barrels per day 
against 845,900 the previous year. The decline was more than accounted for by the termination 
of certain supply agreements with BP Oil Corporation at the end of the first quarter of 1970. 


Production of crude oil and natural gas liquids in North America averaged 441,700 barrels per 
day, down 3% from 1969. Natural gas sales for 1970 increased by 4% to 2,056 million cubic 
feet per day. A 4% increase was also recorded in sales of petrochemical products of 5,100 tons 
per day. 


A new oil discovery on the North Slope of Alaska was announced in February 1971. Heavy gravity 
oil was discovered in a 340 foot interval in the Upper Cretaceous formation at a wildcat well 
located 25 miles west of the Arco-Humble Prudhoe Bay State No. 1 oil well. This is the most 
extensive thickness of Upper Cretaceous oil bearing sand encountered to date in North Slope 
Alaska drilling operations. 


TransCanada PipeLines Limited 


Sales of natural gas increased by 21% to 737,922 million cubic feet and a new peak day for natural 
gas receipts of 2.7 billion cubic feet was established during December. The 1970 operating revenue 
was $281,485,000 compared with $232,620,000 the previous year. Net income before provision for 
dividends on preferred shares increased to $19,579,000 from $14,866,000 in 1969. Net earnings per 
common share were $1.70 compared with $1.12 for 1969. In comparing 1970 results with 1969 it 
should be noted that the latter year was adversely affected by start-up problems experienced by 
the Great Lakes System and the temporary suspension for maintenance of the Northern Ontario 
section. 


The 1970 construction program costing $65,000,000 was completed on schedule. Exports have 
started to the United States at the increased level of 275 million cubic feet per day authorized in 
September. 


A $238,000,000 two-year expansion program commencing in 1971 is being planned. This includes 
substantial pipeline looping in Northern Ontario, the 1971 portion of which is expected to cost 
$80,000,000 and will be financed by a debenture issue. TransCanada PipeLines Limited feels that 
present returns on shareholders’ investments are far from adequate to attract the new equity capi- 
tal essential to accomplishment of the expansion program. Hearings on an application for an 
increase in rates before the National Energy Board commenced in February, 1971. 
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